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CHAl RMAN JAMES: M. Rychl ak.

MR.  RYCHLAK: Good norning, and thank you for
inviting me to appear here today. My nane is Ron Rychlak and
|'"'m the associate dean of academc affairs and a professor of
| aw at the University of M ssissippi.

For several years now, one of ny areas of interest
has been in ganbling and gam ng issues, and that devel oped
before the industry even noved to the state. | had done a
little bit of work in private practice, and when | noved to the
publish or perish world of academ a, | thought | had to wite on
an area | knew a little bit about, and it's turned out well.

The materials | sent along with ne today include
three lottery articles that | wote, as well as seven articles
witten by students fromnmy gamng |aw class. To have students
be that productive and successful is one of the things in which
| take nost pride as a professor.

The gam ng i ndustry has certainly cone to
Mssissippi in a big way and | think the results have been
decidedly m xed. There are clear benefits in ternms of increased
enpl oynent and tax revenue, new construction, tourism and
greater economc activity. Just on the way down | turned on the
news and saw a new report saying there are fewer people on
wel fare and fewer people on food stanps.

On the downside, bankruptcy is up, crine is up,
suicide is up, divorce is up, and sone in our state are

concerned about the general corruptive influence that ganbling
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has had on the state's norality. |In fact, yesterday in Biloxi |
spoke for a long tine to a Methodist mnister from Biloxi who
takes care of the poorest people in Biloxi, and that was one of
hi s bi g objections.

\%% per sonal assessnent of the situation in
M ssi ssi ppi is that so far the Dbeneficial i npacts have
out wei ghed the negative inpacts, but it's a close call and it's

a call that could switch at sone point in the future.

Legal i zed ganbli ng, it seens to ne, I npact s
different localities in different ways. As you know, in ny
state the riverboat casinos -- which |ook about a seaworthy as
Sears Tower -- are restricted to certain counties, and it's

clear that both the beneficial and the negative inpacts from
| egal i zed ganbling have their greatest inpact in those counties,
and even within those counties there are sone differences.

Clearly, the difference between what we've seen in
Tunica which, if you go back l|ess than ten years ago,
presidential candidates traveled to to show Anmerican poverty at
its worst -- Jesse Jackson called it Anerica's Ethiopia -- it's
been a trenendous turnaround. Biloxi now aspires to be a new
Las Vegas; on the other hand, Vicksburg, Natchez, we've not seen
as dramatic a change, although there have been sonme changes
t here.

Were ganbling is you see the nost jobs, the nost
econom c activity, and | think because of that |ocalized inpact,
it's appropriate to |limt certain types of ganbling, Iimt it in
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certain areas, certain states, certain areas within a state.
Ganbling conmes in so many forns and it's so controversial, it
has so many inpacts, that it's appropriate to |eave these
decisions to what type of ganbling, what will be permtted to
i ndi vidual states, if not individual counties. | think that was
one of Chuck Patton's points a few mnutes ago when he was
talking: different areas require different regulatory schenes.

Despite the clear financial incentives, many states
have resisted casino-style ganbling, sonme states have resisted
ganbling altogether or nearly altogether. This suggests to ne
the very deeply held convictions that nmany people have about
ganbling which traditionally has been considered a vice; it also
reflects concern about possible psychol ogi cal dependency, as you
di scussed this norning.

| would stop here and note sonething for a mnute.
Traditionally, I think, a |ot of people |Iook upon lotteries as a
| esser formof ganbling;, they think: WelIl, it's just a lottery,
it"'s not like a casino, it's not going to be as bad. But if you
| ook back at history -- and we have a long history of ganbling
in this nation; it goes back to the Revolutionary area, it goes
back to a lot of Ilotteries in he early 1800s, and again
followng the Cvil War -- you'll see that traditionally the
Suprenme Court has viewed lotteries as the worst kind of ganbling
because it goes everywhere, it pervades the area.

| agree with that historic interpretation. It's

nore fully described in one of ny Law Review articles, but |
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think that lotteries are particularly bad because they convey
the inpression that the state is actually encouraging ganbling
rather than, in sort of a libertarian way, permtting it.
think, to a certain extent, that's what Representative Perkins
was tal king about with his coments.

The sanctioning of sonme types of ganbling, |egalized
ganbling, also as M. Bowen touched on, encourages people to
think: Well, it's okay then to engage in illegal ganbling. And
| think lotteries do that nore than others.

This is not just a Supreme Court kind of fluke kind
of thing. As M. Bowen touched on again, alnost all states had
constitutional prohibition against lotteries up until about 20
years ago. These were put in place, for the nobst part from
about 1820 to about 1880, because lotteries were seen as a very
seductive thing that legislatures in the future would turn to as
a way to help -- they would charter a lottery, soneone would run
the lottery, and the state woul d nake noney that way.

O her kinds of ganbling were never witten into the
state constitutions and they were in alnost al | state
constitutions up until about 20 years ago. | mean, that's
sonething that | think is inportant to think about.

In addition to casino-style ganbling, lotteries,
anot her type of ganbling that should be nentioned is parinmutue
ganbling, typically found at horse tracks or dog tracks. Thi s
traditionally has been seen as less norally objectionable, |

think it has fewer of the problens associated with ganbling than

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
(9N2\ 2244422 WASQHINGTAN N O 2NNNE-R701  waanar naalrarnee ram



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

septenper 11, 1998 N G 1.5 C New Ul eans Ieetlng 5
|otteries or even casino ganbling; however, these are proving to
be less financially viable when they go head to head against the
casino -- | think they had a lot of trouble with that in Texas
trying to get these things off the ground -- because you don't
have the constant action, the heavy fast betting that you can
have in a casino.

So the dog tracks and horse tracks are trying to put
in slot machines and off-track betting so people can continually
bet, and as they do that, they nove toward a traditional casino
sort of setting and will, | think, attract nore of the problens
that have not thus far been associated with this kind of
pari mut uel betting.

In discussing different forms of ganbling, |'ve not
singled out Indian ganbling for separate treatnment because, to
the extent |I'm famliar wth 1it, Indian casinos are not
necessarily distance from nornmal casinos or riverboats. There
are certain differences in terns of ganes that they can offer
and in nmy state they don't have to be on the water, but other
than that, the operation, from a custoner standpoint, is not
significantly different.

From an operational standpoint, there are certain
tax advantages that Indian casinos benefit from Donal d Trunp
has been very outspoken about he has to conpete with Indian
casinos that don't have to pay the sane taxes that he does. But
other than those two sort of things: addi tional ganes, free

from sone restrictions -- and | think those are things that are
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sort of inherent in constitutional issues because of the
separate status that Indian tribes have.

Regarding other advantages and disadvantages of
certain types ganbling have, | think lotteries have the
advantage of certain type of advertising. If you listened to
St. Louis Cardinals baseball, if you were trying to catch Mark
MGMre's 62nd, woul d have heard advertisenents that say: "Wen
you play, your noney works for Mssouri." There is that sort of
state, alnost civic obligation that comes through with lotteries
t hat concerns ne.

Earlier this year when the Power Ball grew so big
that the jackpot itself Dbecane newsworthy, it attracted
therefore, trenmendous free advertising. | think those are sone
advant ages that |otteries have.

| would note, as was touched on earlier, video
ganbling devices are particularly worrisone. | think that you
get to play by vyourself, you don't have to have sonebody
wat ching you, so you don't have the enbarrassnent of: | don't
know how to make this bet, | feel a little silly here. I
actually have a friend once who hit on a soft 21, and it's very
enbarrassing to do sonething like that, but not if you're
pl aying with a machi ne.

And so people who don't know how to ganble go to
these things and sit there and play these machines, and | think
that accounts for sone of the change in the denographics we see

as to who is developing ganbling problens. It used to be mddle
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aged nmen who could afford to fly out to Vegas would go ganble

now anybody can go to the local casino and sit down and kind of
learn how to ganmble by dropping quarters or dollars into a
machine and not have that enbarrassnent. | think that's

sonet hing that you' ve got to keep in mnd

Already in the works -- 1'm scheduled to tal k about
sonmet hing next nonth -- but already there are prototype machines
that have a little video screen in the machine that will allow

you perhaps to watch the sporting gane so you can keep playing
and watch the gane, or the soap opera, or order food or drinks,
and perhaps one day connect wth an outside conputer which m ght
be rigged up to your bank account. That's going to be a mgjor
concern for the future; those wll give regulators a lot of
things to think about in the future.

| think that these things do boil down to we have
certain common elenents that cut across all gamng areas but |
do believe that there are nore individual specific problens,
locality to locality, state to state, and regulators have to
adapt to that. Regul ators, whether it's the New Jersey
adversarial approach, traditionally nore adversarial, or the
M ssi ssi ppi approach which has been a little bit closer to the
industry, | think that these are things that should be decided
at a local level, not at the federal |evel.

And with that, 1'Il conclude ny comments. Thank
you.

CHAI RMAN JAMES: Thank you very nuch.
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